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training school licensed under this statute within 10 miles of the municipality where such
instruction is given and there is no adult drivers training program in effect in the schools

of the school district in which the trainee resides.
Sec. 30. INSTRUCTION TO REVISOR.

In the next editions of Minnesota Statutes and Minnesota Rules, the revisor of stat-
utes shall change cross—references to clauses in Minnesota Statutes, section 171.04, sub-
division 1, to the clauses as renumbered 1 in section 8.

Sec. 31. APPROPRIATION.

comrmsswner of public safety, Of th1s appropriation:

(1) $295,000 is for youth-oriented driver improvement clinics and implementation
of the graduated licensing system under thls act; and

(2) $7,700 is for implementation of section 16.
Sec. 32. EFFECTIVE DATE.
Sections 2 to 6 and 27 are effective January 1, 1999. Sections 1,7 to 26, and 28 to 30

are effective January 1, 1999, and apply to licenses issued on and after that date. Section
31 is is effective July 1, , 1998,

Presented to the governor April 10, 1998
Signed by the governor April 21, 1998, 9:20 a.m.

CHAPTER 389—H.F.No. 3840

An act relating to the financing and operation of government in this state; providing property
tax reform; providing a property tax rebate; making changes to property tax rates, levies, notices,
hearings, assessments, exemptions, aids, and credits; providing bonding and levy authority, and oth-
er powers to certain political subdivisions; making changes to income, sales, excise, mortgage reg-
istry and deed, premiums, health care provider, and solid waste tax provisions; allowing credits; au-
thorizing the imposition of certain local sales, use, excise, and lodging taxes; authorizing a sanitary
sewer district; modifying provisions relating to the budget reserve and other accounts; making
changes to tax increment financing, regional development, housing, and economic development
provisions; providing for the taxation of taconite and the distribution of taconite taxes; modifying
provisions relating to the taxation and operation of gaming; providing tax incentives for border city
zones; making miscellaneous changes to state and local tax and administrative provisions; chang-
ing the senior citizens’ property tax deferral program; providing grants, loan guarantees, and low
interest loans; changing certain fiscal note requirements; providing for a land transfer; appropriat-
ing money; amending Minnesota Statutes 1996, sections 16A.102, subdivisions 1 and 2; 124A.03,
subdivision If; 240.15, subdivisions 1 and 5; 272.0211, subdivision 1; 273.135, subdivision 2;
273.1391, subdivision 2; 273.1398, subdivisions la, 2, and 4; 275.07, by adding a subdivision;
290.01, subdivision 3b; 290.006, subdivisions 2¢; 290.067, subdivision 2a; 290.0671, by adding sub-
divisions; 290.091, subdivision 2; 290.0921, subdivision 3a; 290.10; 290.21, subdivision 3;
290A.03, subdivision 3; 290A.14; 295.52, subdivision4a; 297A.01, subdivisions 8 and 15; 297A.02,
subdivisions 2 and 4; 297A.135, subdivisions 4, as amended; and 5, as added; 297A.25, subdivision
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60, and by adding subdivisions; 297E.02, subd.ivisitms 1, 4, and 6; 298.22, subdivision 2; 298.221;
298.2213, subdivision 4; 298.225, subdivision 1; 298.28, subdivisions 2, 3,4, 6, 7, 9, 10, and 11;
298.48, subdivision 1; 325E.112, by adding a subdivision; 462.396, subdivision 2; 462A.21, by ad-
ding a subdivision; 462A.222, subdivision 3; 469.015, subdivision 4; 469.169, by adding subdivi-
sions; 469.170, by adding a subdivision; 469.171, subdivision 9; 469.174, by adding a subdivision;
469.175, subdivisions 5, 6, 6a, and by adding a subdivision; 469.176, subdivision 7; 469.177, by
adding a subdivision; 469.1771, subdivision 5, and by adding a subdivision; 469.303; 473.39, by
adding a subdivision; 473.3915, subdivisions 2 and 3; 475.58, subdivisions 1 and 3; 477A.0122,
subdivision 6; 477A.03, subdivision 2, and by adding a subdivision; and 477A.14; Minnesota Stat-
utes 1997 Supplement, sections 3.986, subdivisions 2 and 4; 3.987, subdivisions 1 and 2; 3.988, sub-
division 3; 3.989, subdivisions 1 and 2; 16A.152, subdivision 2; 60A.15, subdivision 1; 124.239,
subdivisions 5, 5a, and 5b; 124.315, subdivisions 4 and 5; 124.918, subdivision 8; 270.60, subdivi-
sion4; 270.67, subdivision 2; 272.02, subdivision 1; 272.115, subdivisions 4 and 5; 273.112, subdi-
visions 2, 3, and 4; 273.124, subdivision 14; 273.126, subdivision 3; 273.127, subdivision 3; 273.13,
subdivisions 22, 23, 24, 25, and 31; 273.1382, subdivision 1, and by adding a subdivision; 275.065,
subdivisions 3 and 6; 275.70, subdivision 5, and by adding a subdivision; 275.71, subdivisions 2, 3,
and 4; 275.72, by adding a subdivision; 276.04, subdivision 2; 287.08; 289A.02, subdivision 7;
289A.19, subdivision 2; 290.01, subdivisions 19, 19a, 19b, 19¢, 19f, and 31; 290.0671, subdivision
1; 290.0673, subdivisions 2 and 6; 290.091, subdivision 6; 290.371, subdivision 2; 290A.03, subdi-
visions 11, 13, and 15; 290B.03, subdivision 2; 290B.04, subdivisions 1, 3, and by adding subdivi-
sions; 290B.05, subdivisions 1, 2, and 4; 290B.06; 290B.07; 290B.08, subdivision 2; 290B.09, sub-
division 1; 291.005, subdivision 1; 295.52, subdivision 4; 297A.01, subdivision 16; 297A.25, subdi-
visions 3, 9, 11, 59, and by adding a subdivision; 297A.256, subdivision 1; 297A.48, by adding a
subdivision; 297B.03; 297G.01, by adding a subdivision; 297G.03, subdivision 1; 297H.04, by ad-
ding a subdivision; 298.24, subdivision 1, 298.28, subdivisions 9a and 9b; 298.296, subdivision 4;
349.19, subdivision 2a; 446A.085, subdivision 1; 462A.05, subdivision 39; 462A.071, subdivisions
2,4, 6, and 8; 465.7135, by adding subdivisions; 469.169, subdivision 11; and 477A.011, subdivision
36; Laws 1965, chapter 326, section 1, subdivision 5, as amended; Laws 1967, chapter 170, section
1, subdivision 5, as amended; Laws 1971, chapter 773, section 1, as amended; and section 2, as
amended; Laws 1976, chapter 162, section 1, as amended; Laws 1980, chapter 511, section 1, subdi-
vision 2, as amended; section 2; and section 3; Laws 1984, chapter 380, section 1, as amended; and
section 2; Laws 1991, chapter 291, article 8, section. 27, subdivision 3; Laws 1992, chapter 511, ar-
ticle 2, section 52, as amended; article 8, section 33, subdivision 5; Laws 1993, chapter 375, article
9, section 46, subdivisions 2, 3, and 5; Laws 1994, chapter 587, article 11, by adding; Laws 1995,
chapter 255, article 3, section 2, subdivision 1, as amended; and subdivision 4, as amended; chapter
264, article 2, section 44; Laws 1997, chapter 105, section 3, as amended; chapter 225, article 2,
section 64; chapter 231, article 1, section 16, as amended; article 2, section 63, subdivision 1; and
section 68, subdivisions 1 and 3; article 5, section 18, subdivision 1; article 7, section 47; article 10,
section 24; article 13, section 19; and Laws 1997 Second Special Session chapter 2, section 4, subdi-
vision 3; proposing coding for new-law in Minnesota Statutes, chapters 272; 273; 290B; 298; 3654;
462A; 469; 471; and 477A, repealing Minnesota Statutes 1996, sections 289A.50, subdivision 6;
297A.02, subdivision 2; 298.012; 298.21; 298.23; 298.34, subdivisions 1 and 4; 298.391, subdivi-
sions 2 and 5; and 365A.09; Minnesota Statutes 1997 Supplement, sections 3.987, subdivision 3;
14.431; and 273.13, subdivision 32.
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1

PROPERTY TAX REBATE
Section 1. 1998 PROPERTY TAX REBATE.

(@) é credit is allowed against the tax imposed under Minnesota Statutes, chapter

Internal Revenue Code, dlsregardmg sectlon 152(b)(3) of the Internal Revenue Code,
equal to 20 percent of the quallfled property tax paid before January 1, 1999, for taxes
assessed in in 1997. The maximum amount of quahfymg tax to which the credit apphes is
$7,500.

(b) For property owned and occupied by the taxpayer during 1998, qualified proper-
ty tax means property taxes payable as defined in Minnesota Statutes, section 290A.03,
subdivision 13, assessed in 1997 and payable in 1998, and deductible by the individual
under section 164 of the Internal Revenue Code of 1986, as amended through December
31, 1997, exce_p-t-tﬁaﬁqulrement in Minnesota “Statutes, section 290A.03, subdivision
13, that the taxpayer own and occupy the property on January 2, 1998, does not apply. In
the case of ageicultural land assessed as part ofa homestead pursuant to Minnesota Stat-
utes, section 273,13, subdivision. 23, ‘the owner is allowed to calculate the credit on all
property taxes on the homestead, except to the: extent the owner is required to furnish a
rent certificate under Minnesota Statutes, section 200A.19, toa tenant leasing a apart of
the farm homestead.

(c) For a renter, the qualified property tax means the amount of rent constituting
property taxes under Minnesota Statutes, secfion 200A.03, subdivision 11, based on rent
paid in 1998. If two ot more renters could be claimants under Minnesota Statutes, chapter
290A, withregard to the rent constituting property taxes, the rules under Minnesota Stat-
utes, section 200A.03, subdivision 8, 8, paragraph (f), apply to determine the amount of the

credit for the individual. .

(d) For an 1nd1v1dual who both owned and rented principal residences in calendar

(e) If the amount of the credit under this section exceeds the taxpayer s tax hablhty

under Minnesota Statutes, chapter 290, the commissioner shall refund the excess.

(f) To claim a credit under this section, the taxpayer must attach a copy of the proper-
ty tax statement and certificate of rent paid, as applicable, and provide any additional in-
formation the commissioner requires.

(g) This credit applies to taxable years beginning after December 31, 1997, and be-
fore January 1, 1999.

2704, a and any other provision applicable o refunds under Minnesota Statutes, chapter
290.

|
(h) Payment of the credit under this section is subject to Minnesota Statutes, chapter
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(i) An amount sufficient to pay refunds under this section is appropriated to the com-

missioner of revenue from the general fund.

Sec. 2. TRANSFER TO GENERAL FUND.

The commissioner of finance shall transfer $500,000,000 from the property tax re-
form account to the general fund on n July 1, 1998.

Sec. 3. Laws 1997, chapter 231, article 1, section 16, as amended by Laws 1997,
First Special Session chapter 5, section 35, and Laws 1997, Third Special Session chapter
3, section 11, and Laws 1998, chapter 304, section 1, is amended to read:

Sec. 16. PROPERTY TAX REBATE.

(a) A credit is allowed against the tax imposed under Minnesota Statutes, chapter
290, to-an individual, other than as a dependent, as defined in sections 151 and 152 of the
Internal Revenue Code, disregarding section 152(b)(3) of the Internal Revenue Code,
equal to 20 percent of the qualified property tax paid before January 1, 1998, for taxes
assessed in 1996.

(b) For property owned and occupied by the taxpayer during 1997, qualified tax
means property taxes payable as defined in Minnesota Statutes, section 290A.03, subdi-
vision 13, assessed.in 1996 and payablein 1997, except the requirement that the taxpayer
own and occupy the property on January 2, 1997, does not apply. The credit is allowed
only to the individual and spouse, if any, who paid the tax, whether directly, through an
escrow arrangement, or under a contractual agreement for the purchase or sale of the
property. In the case of agricultural land assessed as part of a homestead pursuant to Min-
nesota Statutes, section 273.13, subdivision 23, the owner is allowed to calculate the
credit on all property taxes on the homestead, except to the extent the owner is required to
furnish a rent certificate under Minnesota Statutes, section 290A.19, to a tenant leasing a
part of the farm homestead.

(c) For a renter, the qualified property tax means the amount of rent constituting
property taxes under Minnesota Statutes, section 290A.03, subdivision 11, based on rent
paid in 1997. If two or more renters could be claimants under Minnesota Statutes, chapter
290A with regard to the rent constituting property taxes, the rules under Minnesota Stat-
utes, section 290A.03, subdivision 8, paragraph (f), applies to detenmne the amount of
the credit for the individual.

(d) For an individual who both owned and rented principal residences in calendar
year 1997, qualified taxes are the sum of the amounts under paragraphs (a) and (b).

(e) If the amount of the credit under this subdivision exceeds the taxpayer’s tax li-
ability under this chapter, the commissioner shall refund the excess.

(f) To claim a credit under this subdivision, the taxpayer must attach a copy of the
property tax statement and certificate of rent paid, as applicable, and provide any addi-
tional information the commissioner requires.

(g) An amount sufficient to pay réfunds under this subdivision is appropriated to the
commissioner from the general fund.

(h) This credit applies to taxable years beginning after December 31, 1996, and be-
fore January 1, 1998.
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(i) Payment of the credit under this section is subject to Minnesota Statutes, chapter
270A, and any other provision applicable to refunds under Minnesota Statutes, chapter
290.

Sec. 4. APPROPRIATION.

$1,837,000 is appropriated from the general fund for fiscal year 1999 to the com-
missioner of revenue to administer section 1

ARTICLE 2

PROPERTY TAX REFORM

Section 1. Minnesota Statutes 1997 Supplement, section 124.239, subdivision 5, is
amended to read:

Subd. 5. LEVY AUTHORIZED. A district, after Jocal board approval, may levy
for costs related to an approved facility plan as follows:

(a) if the district has indicated to the commissioner that bonds will be issued, the dis-
trict may levy for the principal and interest payments on outstanding bonds issued ac-
cording to subdivision 3 after reduction for any alternative facilities aid receivable under
subdivision 5a; or

(b) if the district has indicated to the commissioner that the plan will be funded
through levy, the district may levy according to the schedule approved in the plan after
reduction for any alternative facilities aid receivable under subdivision 5a.

Sec. 2. Minnesota Statutes 1997 Supplement, section 124.239, subdivision Sa, is
amended to read:

Subd. 5a. ALTERNATIVE FACILITIES AID. A district’s alternative facilities
aid is the amount equal to the district’s annual debt service costs, provided that the
amount does not exceed the amount certified to be levied for those purposes for taxes
payable in 1997, or for a district that made a levy under subdivision 5, paragraph (b), the

lesser of the district’s annual levy amount, or one—sixth of the amount 1t of levy that 1t certi-
fied for that purpose for taxes payable jn 1908, )

Sec. 3. Minnesota Statutes 1997 Supplement, section 124.239, subdivision 5b, is
amended to read;

Subd. 5b. ALTERNATIVE FACILITIES APPROPRIATION. (a) An amount
not to exceed $17,000,000 $19,700,000 for fiscal year 2000 and $20,000,000 for fiscal

sioner of children, families, and learning for fiscal year 2000 and each year thereafter for
payment of alternative facilities aid under subdivision 5a. Fhe 2000 apprepriation in-
cludes $1:700,000 for 1999 and $15;300,000 for 2000:

(b) The appropriation in paragraph (a) must be reduced by the amount of any money
specifically appropriated for the same purpose in any year from any state fund.

Sec. 4. Minnesota Statutes 1997 Supplement, section 124.315, subdivision 4, is
amended to read:
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Subd. 4. INTEGRATION LEVY. A district may levy an amount equal to 46 33
percent for fiscal year 2000 and 22 percent for fiscal year 2001 and thereafter of the dis-
trict’s integration revenue as defined in subdivision 3.

Sec. 5. Minnesota Statutes 1997 Supplement, section 124.315, subdivision 5, is
amended to read:

Subd. 5. INTEGRATION AID. A district’s integration aid equals 54 67 percent for
fiscal year 2000 and 78 percent for fiscal year 2001 and thereafter of the district’s integra-
tion revenue as defined in subdivision 3.

Sec. 6. Minnesota Statutes 1996, section 124A.03, subdivision 1f, is amended to
read:

Subd. 1f. REFERENDUM EQUALIZATION REVENUE. A district’s referen-
dum equalization revenue equals $315 $350 times the district’s actual pupil units for that
year.

Referendum equalization revenue must not exceed a district’s total referendum rev-
enue for that year.

Sec. 7. Minnesota Statutes 1997 Supplement, section 273.127, subdivision 3, is
amended to read: _

Subd. 3. CLASS 4C PROPERTIES. For the market value of properties that meet
the criteria of subdivision 2, paragraph (a), and which no longer qualify as a result of the
eligibility criteria specified in section 273.126, a class rate of 2.4 percent applies for taxes
payable in 1999 and a class rate of 2:6 2.5 percent applies for taxes payable in 2000.

Sec. 8. Minnesota Statutes 1997 Supplement, section 273.13, subdivision 22, is
amended to read:

Subd. 22. CLASS 1. (a) Except as provided in subdivision 23, real estate which is

residential and used for homestead purposes is class 1. The market value of class 1a prop-
erty must be determined based upon the value of the house, garage, and land.

For taxes payable in 1998 and thereafter; The first $75,000 of market value of class
1a property has anet class rate of one percent of its market value; and the market value.of
class 1a property that exceeds $75,000 has a class rate of -85 1.7 percent of its market

value.

(b) Class 1b property includes homestead real estate or homestead manufactured
homes used for the purposes of a homestead by | :

(1) any blind person, or the blind person and the blind persen’s spouse; or
(2) any person, hereinafter referred to as “veteran,” who:
(i) served in the active military or naval service of the United States; and

(ii) is entitled to compensation under the laws and regulations of the United States
for permanent and total service~connected disability due to the loss, or loss of use, by
reason of amputation, ankylosis, progressive muscular dystrophies, or paralysis, of both
lower extremities, such as to preclude motion without the aid of braces, crutches, canes,

or a wheelchair; and
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(iii) has acquired a special housing unit with special fixtures or movable facilities
made necessary by the nature of the veteran’s disability, or the sutviving spouse of the
deceased veteran for as long as the surviving spouse retains the special housing unit as a
homestead; or

(3) any person who:

(1) is permanently and totally disabled and
(ii) receives 90 percent or more of total income from

(A) aid from any state as a result of that disability; or

- (B) supplemental security income for the disabled; or
(C) workers’ compensation based on a finding of total and permanent disability; or

(D) social security disability, including the amount of a disability insurance benefit
which is converted to an old age insurance benefit and any subsequent cost of living in-
creases; or

(E) aid under the federal Railroad Retirement Act of 1937, United States Code An-
notated, title 45, section 228b(a)5; or

(F) a pension from any local government retirement fund located in the state of Min-
nesota as a result of that disability; or

(G) pension, annuity, or other income paid as a resuit of that disability from a private
pension or disability plan, including employer, employee, union, and insurance plans and

(jii) has household income as defined in section 290A.03, subdivision 5, of $50 000
or less; or

(4) any person who is permanently and totally disabled and whose household in-
come as defined in section 290A.03, subdivision 3, is 275 percent or less of the federal
poverty level.

Property is classified and assessed under clause (4) only if the government agency
or income—providing source certifies, upon the request of the homestead occupant, that
the homestead occupant satisfies the disability requirements of this paragraph.

Property is classified and assessed pursuant to clause (1) only if the commissioner of
economic security certifies to the assessor that the homestead occupant satisfies the re~
quirements of this paragraph.

Permanently and totally disabled for the purpose of this subdivision means a condi-
tion which is permanent in nature and totally incapacitates the person from working at an |
occupation which brings the person an income. The first $32,000 market value of class 1b
property has a net class rate of .45 percent of its market value. The remaining market vai-
ue of class 1b property has a net class rate using the rates for class 1 or class 2a property,
whichever is appropriate, of similar market value.

(c) Class 1cproperty is commercial use real property that abuts a lakeshore line and
is devoted to temporary and seasonal residential occupancy for recreational purposes but
not devoted to commercial purposes for more than 250 days in the year preceding the year
of assessment, and that includes a portion used as a homestead by the owner, which in-
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cludes a dwelling occupied as a homestead by a shareholder of a corporation that owns
the resort or a partner in a partnership that owns the resort, even if the title to the home-
stead is held by the corporation or partnership. For purposes of this clause, property is
devoted to a commercial purpose on a specific day if any portion of the property, exclud-
ing the portion used exclusively as a homestead, is used for residential occupancy and a
fee is charged for residential occupancy. In erder for a property to be classified as class 1e;
at least 40 percent of the annual gross lodging receipts related to the property must be
from business conducted between Memerial Day weekend and Labor Day weekend; and
atleast 60 percent of all bookings by ledging guests during the yearmust be for periods of
at Jeast two consecutive nights. Class 1c property has a class rate of one percent of total
market value with the following limitation: the area of the property must not exceed 100
feet of lakeshore footage for each cabin or campsite located on the property up to-a total of
800 feet and 500 feet in depth, measured away from the lakeshore. If any portion of the
class Ic resort property is classified as class 4c under subdivision 25, the entire property
must meet the requirements of subdivision 25 paragraph (d), clause (1) 1), D), to qu to qualify for
class 1c treatment under this “paragraph.

(d) Class 1d property includes structures that meet all of the following criteria:

(1) the structure is located on property that is classified as.agricultural property un-
der section 273.13, subdivision 23;

(2) the structure is occupied exclusively by seasonal farm workers during the time
when they work on that farm, and the occupants are not charged rent for the privilege of
occupying the property, provided that use of the structure for storage of farm equipment
and produce does not disqualify the property from classification under this paragraph;

(3) the structure meets all applicable health and safety requirements for the ap-
propriate season; and

(4) the structure is not saleable as residential property because it does not comply
with local ordinances relating to Jocation in relation to streets or roads.

The market value of class 1d property has the same class rates as class la property
under paragraph (a).

Sec. 9. Minnesota Statutes 1997 Supplement, section 273.13, subdivision 23, is
amended to read:

Subd. 23. CLASS 2. (a) Class 2a property is agricultural land including any im-
provements that is homesteaded. The market value of the house and garage and immedi-
ately surrounding one acre of land has the same class rates as class 1a property under sub-
division 22. The value of the remaining land including improvements up to $115,000 has
anet class rate of 84 0.35 percent of market value. The remaining value of class 2a prop-
erty over $115,000 of market value that does not exceed 320 acres has a net class rate of
0.9 0.8 percent of market value. The remaining property over the.$115,000 market value
in excess of 320 acres has a class rate of 1.4 1.25 percent of market value.

(b) Class 2b property is (1) real estate, rural in character and used exclusively for
growing trees for timber, lumber, and wood and wood products; (2) real estate that is not
improved with a structure and is used exclusively for growing trees for timber, lumber,
and wood and wood products, if the owner has participated or is participating in a cost—
sharing program for afforestation, reforestation, or timber stand improvement on that
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particular property, administered or coordinated by the commissioner of natural re-,
sources; (3) real estate that is nonhomestead agricultural land; or (4) a landing area or
public access area of a privately owned public use airport. Class 2b property has a net
class rate of 14 1.25 percent of market value.

(c) Agricultural land as used in this section means contiguous acreage of ten acres or
more, used during the preceding year for agricultural purposes. “Agricultural purposes™
as used in this section means the raising or cultivation of agricultural products or enroll-
ment in the Reinvest in Minnesota program under sections 103E.501 to 103F.535 or the
federal Conservation Reserve Program as contained in Public Law Number 99-198.
Contiguous acreage on the same parcel, or contiguous acreage on an immediately adja-
cent parcel under the same ownership, may also qualify as agricultural land, but only if it
is pasture, timber, waste, unusable wild land, orland included in state or federal farm pro-
grams. Agricultural classification for property shall be determined excluding the house,
garage, and immediately surrounding one acre of land, and shall not be based upon the
market value of any residential structures on the parcel or contiguous patcels under the
same ownership.

(d) Real estate, excluding the house, garage, and immediately surrounding one acre
of land, of less than ten acres which is exclusively and intensively used for raising or cul-
tivating agricultural products, shall be considered as agricultural land.

Land shall be classified as agricultural even if all or a portion of the agricultural use
of that property is the leasing to, or use by another person for agricultural purposes.

Classification under this subdivision is not determinative for qualifying under sec-
tion 273.111,

The property classification under this section supersedes, for property tax purposes
only, any locally administered agricultural policies or land use restrictions that define
minimum or maximum farm acreage. '

(e) The term “agricultural products” as used in this subdivision includes production
for sale of:

(1) livestock, dairy animals, dairy products, poultry and poultry products, fur-bear-
ing animals, horticultural and nursery stock described in sections 18.44 to 18.61, fruit of
all kinds, vegetables, forage, grains, bees, and apiary products by the owner;

(2) fish bred for sale and consumption if the fish breeding occurs on land zoned for
agricultural use;

(3) the commercial boarding of horses if the boarding is done in conjunction with
raising or cultivating agricultural products as defined in clause (1);

(4) property which is owned and operated by nonprofit organizations used for
equestrian activities, excluding racing; and

(5) game birds and waterfow] bred and raised for use on a shooting presefvé licensed
under section 97A.115.

(f) If aparcel used for agricultural purposes is also used for commercial or industrial
purposes, including but not limited to:
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‘(1) wholesale and retail sales;
(2) processing of raw agricultural products or other goods;
(3) warehousing or storage of processed goods; and

(4) office facilities for the support of the activities enumerated in clauses (1), (2), and
(3)

the assessor shall classify the part of the parcel used for agricultural purposes as class 1b,
2a, or 2b, whichever is appropriate, and the rernainder in the class appropriate to its use.
The grading, sorting, and packaging of raw agricultural products for first sale is consid-
ered an agricultural purpose. A greenhouse or other building where horticultural or nurs-
ery products are grown that is also used for the conduct of retail sales must be classified as
agricultural if it is primarily used for the growing of horticultural or nursery products
from seed, cuttings, or roots and occasionally as a showroom for the retail sale of those
products. Use of a greenhouse or building only for the display of already grown horticul~
tural or nursery products does not qualify as an agricultural purpose.

. The assessor shall determine and list separately on the records the market value of
the homestead dwelling and the one acre of land on which that dwelling is located. If any
farm buildings or structures are located on this homesteaded acre of land, their market
value shall not be included in this separate determination.

(g) To qualify for classification under paragraph (b), clause (4), a privately owned
public use airport must be licensed as a public airport under section 360.018. For pur-
poses of paragraph (b), clause (4), “landing area” means that part of a privately owned
public use airport properly cleared, regularly maintained, and made available to the pub-
lic for use by aircraft and includes runways, taxiways, aprons, and sites upon which are
situated landing or navigational aids. A landing area also includes land underlying both
the primary surface and the approach surfaces that comply with all of the following:

(i) the land is properly cleared and regularly maintained for the primary purposes of
the landing, taking off, and taxiing of aircraft; but that portion of the land that contains
facilities for servicing, repair, or maintenance of aircraft is not included as alanding area;

(ii) the land is part of the airport, property; and

(iii) the land is not used for commercial or residential purposes.

The land contained in a landing area under paragraph (b), clause (4), must be described
and certified by the commissioner of transportation. The certification is effective until it
is modified, or until the airport or landing area no longer meets the requirements of para-
graph (b), clause (4). For purposes of paragraph (b), clause (4), “public access area”
means property used as an aircraft parking ramp, apron, or storage hangar, or an arrival
and departure building in connection with the airport.

Sec. 10. Minnesota Statutes 1997 Supplement, section 273.13, subdivision 24, is
amended to read: ’

Subd. 24. CLASS 3. (a) Commercial and industrial property and utility real and per-
sonal property, except class 5 property as identified in subdivision 31, clause (1), is class
3a. Each parcel has a class rate of 2-7 2.45 percent of the first tier of market value, and 4-0
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3.5 percent of the remaining market value, except that in the case of contiguous parcels of
commercial and industrial property owned by thie same person or entity, only the value
equal to the first-tier value of the contiguous parcels qualifies for the reduced class rate.
For the purposes of this subdivision, the first tier means the first $150,000 of market val-
ue. In the case of utility property owned by one person or entity, only one parcel in each
county has a reduced class rate on the first tier of market value.

For purposes of this paragraph, parcels are considered to be contiguous even if they
are separated from each other by a road, street, vacant lot, waterway, or other similar in-
tervening type of property.

(b) Employment property defined in section 469.166, during the period provided in
section 469.170, shall constitute class 3b and has a class rate of 2.3 percent of the first
$50,000 of market value and 3.6 3.5 percent of the remainder, except that for employment
property located in a border city enterprise zone designated pursuant to section 469.168,
subdivision 4, paragraph (c), the class rate of the first tier of market value and the class
rate of the remainder is determined under paragraph (a), unless the governing body of the
city designated as an enterprise zone determines that a specific parcel shall be assessed
pursuant to the first clause of this sentence. The governing body may provide for assess-
ment under the first clause of the preceding sentence only for property which is located in
an area which has been designated by the governing body for the receipt of tax reductions
authorized by section 469,171, subdivision 1.

(c) Structures which are (i) located on property classified as class 3a, (ii) constructed
under an initial building permit issued after January 2, 1996, (jii) located in a transit zone
as defined under section 473.3915, subdivision 3, (iv) located within the boundaries of a
school district, and (v) not primarily used for retail or transient lodging purposes, shall
have a class rate equal to 85 percent of the class rate of the second tier of the commercial
property rate under paragraph (a) on any portion of the market value that does not qualify
for the first tier class rate under paragraph (a). As used in item (v), a structure is primarily
used forretail ortransientlodging purposes if over 50 percent of its square footage is used
for those purposes. The four percent rate A class rate equal to 85 percent of the class rate

ply to improvements to existing structures that meet the requirements of items (i) to (v) if
the improvements are constructed under an initial building permit issued after January 2,

1996, even if the remainder of the structure was constructed prior to January 2, 1996. For
the purposes of this paragraph, a structure shall be considered to be located in a transit
zone if any portion of the structure lies within the zone. If any property once eligible for
treatment under this paragraph ceases to remain eligible due to revisions in transit zone
boundaries, the property shall continue to receive treatment under this paragraph for a
period of three years,

Sec. 11. Minnesota Statutes 1997 Supplement, section 273.13, subdivision 25, as
amended by Laws 1997, Third Special Session chapter 3, section 28, is amended to read:

Subd. 25. CLASS 4. (a) Class 4a is residential real estate containing four or more
units and used or held for use by the owner or by the tenants or lessees of the owner as a
residence for rental periods of 30 days or more. Class 4a also includes hospitals licensed
under sections 144.50 to 144.56, other than hospitals exempt under section 272.02, and
contiguous property used for hospital purposes, without regard to whether the property
has been platted or subdivided. Class 4a property in a city with a population of 5,000 or
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less, that is (1) located outside of the metropolitan area, as defined in section 473.121,
subdivision. 2, or outside any county contiguous to the metropolitan area, and (2) whose
city boundary is at least 15 miles from the boundary of any city with a population greater
than 5,000+has a class rate of 2.3 2.15 percent of market value. All other class 4a property
has aclass rate of 2:9 2.5 percent of market value. For purposes of this paragraph, popula-
tion has the same meaning given in section 477A.011, subdivision 3.

(b) Class 4b includes:

(1) residential real estate containing less than four units that does not qualify as class
4bb, other than seasonal residential, and recreational;

(2) manufactured homes not classiﬁed under any other provision;

"(3) a dwelling, garage, and sutrounding one acre of property on a nonhomestead
farm classified under subdivision 23, paragraph (b) containing two or three units;

(4) unimproved property that is classified residential as determined under section
273.13, subdivision 33.

Class 4b property has a class rate of 2-1 1.7 percent of market value.
(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal
residential, and recreational; and

(2) a single family dwelling, garage, and surrounding one acre of property on a non-
homestead farm classified under subdivision 23, paragraph (b).

Class 4bb has a class rate of 1:9 1.25 percent on the first $75,000 of market value and
a class rate of 2-1 1.7 percent of its market value that exceeds $75,000.

Property that has been classified as seasonal recreational residential property at any
time during which it has been owned by the current owner or spouse of the current owner
does not qualify for class 4bb.

(d) Class 4c property includes:

(1) except as provided in subdivision 22, paragraph (c), real property devoted to
temporary and seasonal residential occupancy for recreation purposes, including real
property devoted to temporary and seasonal residential occupancy for recreation pur-
poses and not devoted to commercial purposes for more than 250 days in the year preced-
ing the year of assessment. For purposes of this clause, property is devoted to a commer-
cial purpose on a specific day if any portion of the property is used for residential occu-
pancy, and a fee is charged for residential occupancy. In order for a property to be classi-
fied as class 4c, seasonal recreational residential for commercial purposes, at least 40 per-
cent of the annual gross lodging receipts related to the property must be from business
conducted between Memorial Day weekend and Laber Day weekend during 90 consecu-
tive days and either (i) at least 60 percent of all paid bookings by lodging guests during the
year must be for periods of at least two consecutive nights; or (ii) at least 20 percent of the
annual gross receipts must be from charges for rental of fish houses, boats and motors,
snowmobiles, downhill or cross—country ski equipment, or charges for marina services,
Taunch services; and guide services, or the sale of bait and fishing tackle. For purposes of
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mgs Class 4c also includes commercial use real property used exclusively for recreation-
al purposes in conjunction with class 4c property devoted to temporary and seasonal resi-
dential occupancy for recreational purposes, up to a total of two acres, provided the prop-
erty is not devoted to comunercial recreational use for more than 250 days in the year pre-
ceding the year of assessment and is located within two miles of the class 4c property with
which it is used. Class 4c¢ property classified in this clause also includes the remainder of
class 1c resorts provided that the entire property including that portion of the property
classified as class Ic also meets the requirements for class 4c under this clause; otherwise
the entire property is classified as class 3. Owners of real property devoted to temporary
and seasonal residential occupancy for recreation purposes and all or a portion of which
was devoted to commercial purposes for not more than 250 days in the year preceding the
year of assessment desiring classification as class 1¢ or 4c, must submit a declaration to
the assessor designating the cabins or units occupied for 250 days or less in the year pre-
ceding the year of assessment by January 15 of the assessment year. Those cabins or units
and a proportionate share of the land on which they are located will be designated class 1c
or 4c as otherwise provided. The remainder of the cabins or units and a proportionate
share of the land on which they are located will be designated as class 3a. The owner of
property desiring designation as class 1c or 4¢ property must provide guest registers or
other records demonstrating that the units for which class 1c or 4¢ designation is sought
were not occupied for more than 250 days in the year preceding the assessment if so re-
quested. The portion of a property operated as a (1) restaurant, (2) bar, (3) gift shop, and
(4) other nonresidential facility operated on a commercial basis not directly related to
temporary and seasonal residential occupancy for recreation purposes shall not qualify
for class 1c or 4c;

(2) qualified property used as a golf course if:

(i) any portion of the property is located within a county that has a population of less
than 50,000; or within a county containing a golf course owned by a municipality; the
county; of a special taxing disteict;

i) it is open to the public on a daily fee basis. It may charge membership fees or
dues, but a membership fee may not be required in order to use the property for golfing,
and its green fees for golfing must be comparable to green fees typically charged by mu-
nicipal courses; and

(i) (ii) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction
with the golf course is classified as class 3a property.

(3) real property up to a maximum of one acre of land owned by a nonprofit commu-
nity service oriented organization; provided that the property is not used for a revenue—
producing activity for more than six days in the calendar year preceding the year of as-
sessment and the property is not used for residential purposes on either a temporary or
permanent basis. For purposes of this clause, a “nonprofit community service oriented
organization” means any corporation, society, association, foundation, or institution or-
ganized and operated exclusively for charitable, religious, fraternal, civic, or educational
purposes, and which is exempt from federal income taxation pursuant to section
501(c)(3), (10, or (19) of the Internal Revenue Code of 1986, as amended through De-
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cember 31, 1990. For purposes of this clause, “revenue—producing activities” shail in-
clude but not be limited to property or that portion of the property that is used as an on—
sale intoxicating liquor or 3.2 percent malt liquor establishment licensed under chapter
340A, arestaurant open to the public, bowling alley, aretail store, gambling conducted by
organizations licensed under chapter 349, an insurance business, or office or other space
leased or rented to a lessee who conducts a for—profit enterprise on the premises. Any
portion of the property which is used for revenue-producing activities for more than six
days in the calendar year preceding the year of assessment shall be assessed as class 3a.

The use of the property for social events open exclusively to members and their guests for
periods of less than 24 hours, when an admission is not charged nor any revenues are re-
ceived by the organization shall not be considered a revenue-producing activity;

(4) post-secondary student housing of not more than one acre of land that is owned
by a nonprofit corporation organized under chapter 317A and is used exclusively by a
student cooperative; sorority, or fraterity for on—campus housing or housing located
within two miles of the border of a college campus; anéd

(5) manufactured home parks as defined in section 327. 14, subdivisidn 3; and

{6) real property that is actlvely and exclusively devoted to indoor fitness, health,
social, recreational, and related uses, is owned and operated bya a not—for—profit corpora-
tion, and is located within the metropohtan drea as deﬁned in sect10n 473.121, subdivi-

sion 2.

Class 4¢ property has a class rate of 2-% 1.8 percent of market value, except that (i)
for each parcel of seasonal residential recreational property not used for commercial pur-
poses the first $75,000 of market value has a class rate of -4 1.25 percent, and the market
value that exceeds $75,000 has a class rate of 242_2 percent,ﬁ(ii) manufactured home

first tier of class 4bb nonhomestead residential real estate under paragraph (c).

(e) Class 4d property is qualifying low-income rental housing certified to the asses-
sor by the housing finance agency under sections 273.126 and 462A.071. Class 4d in-
cludes land in proportion to the total market value of the building that is qualifying low—
income rental housing. For all properties qualifying as class 4d, the market value deter-
mined by the assessor must be based on the normal approach to value using normal unre-
stricted rents.

Class 4d property has a class rate of one percent of market value.

(f) Class 4e property consists of the residential portion of any structure located with-
in a city that was converted from nonresidential use to residential use, provided that:

(1) the structure had formerly been used as a warehouse;
(2) the structure was originally constructed prior to-1940;
(3) the conversion was done after December 31, 1995, but before January 1, 2003;

and
(4) the conversion involved an investment of at least $25,000 per residential unit.

Class 4e property has a class rate of 2.3 percent, provided that a structure is eligible
for class 4e classification only in the 12 assessment years immediately following the con-

version.
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Sec. 12. Minnesota Statutes 1997 Supplement, section 273.13, subdivision 31, is
amended to read:

Subd. 31. CLASS 5. Class 5 property includes:

(1) tools, implements, and machinery of an electric generating, transmission, or dis-
tribution system or a pipeline system transporting or distributing water, gas, crude oil, or
petroleum products or mains and pipes used in the distribution of steam or hot or chilled
water for heating or cooling buildings, which are fixtures;

(2) unmined iron ore and low—grade iron-bearing formations as defined in section
273.14; and

(3) all other property not otherwise classified.

Class 5 property has a class rate of 4:0 3.5 percent of market value for taxes payable
in 1998 and thereafter.

Sec. 13. Minnesota Statutes 1997 Supplement, section 273,1382, subdivision 1, is
amended to read:

Subdivision 1. EDUCATION HOMESTEAD CREDIT. Each year, beginning
with property taxes payable in 1998; the respective county auditors shall determine the
initial tax rate for each school district for the general education levy certified under sec-
tion 124A.23, subdivision 2 or 3. That rate plus the school district’s education homestead
credit tax rate adjustment under section 275.08, subdivision le, shall be the general
education homestead credit local tax rate for the district. The auditor shall then determine
a general education homestead credit for each homestead within the county equal to 32
68 percent for taxes payable in 1999 and 69 percent for taxes payable in 2000 and thereaf-
ter.of the general education homestead credit Iocal tax rate times the net tax capacity of
the homestead for the taxes payable year. The amount of general education homestead
credit for a homestead may not exceed $225 $320 for taxes payable in 1999 and $335 for
taxes payable in 2000 and thereafter. In the case of an agricultural homestead, only the net
tax capacity of the house, garage, and surrounding one acre of land shall be used in deter-
mining the property’s education homestead credit.

Sec. 14. Minnesota Statutes 1997 Supplement, section 273.1382, is amended by ad-
ding a subdivision to read:

Subd. 1a. CREDIT PERCENTAGE REDUCTION. If the general education levy
target for fiscal year 2000 or 2001 is increased by another law enacted prior to the 1999
legislative session, the commissioner of revenue shall adjust the percentage rates of the
education homestead credit for the correspondmg taxes payable year by muitiplying the
percentage rate by the ratio of the prior general education levy target to the current gener-
al education levy target. If an adjustment is made under this section for fiscal year 2001,
the adjusted rate shall remain in effect for future years until amended by subsequent legis-
Iation.

Sec. 15. Minnesota Statutes 1996, section 273.1398, subdivision 1a, is amended to
read:

Subd. 1a. TAX BASE DIFFERENTIAL. {a) For aids payable in 1997 2000, for
purposes of computing the fiscal disparity adjustment only, the tax base differential is
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0-25 0.2 percent of the assessment year 1995 1998 taxable market value of class 4¢ nen-
commercial seasonal recreational residential 3 commercial-indusirial property up to
$72;000 over $150,000.

@)Fesmdspayabkm%&e%baseéﬁewn&alm&%p%n&eﬂheassess—
ment year 1996 taxable market value of class 4¢ noncommereial seasonal recreational
Sec. 16. Minnesota Statutes 1996, section 273.1398, subdivision 2, is amended to

read:

Subd. 2. fIOMESTEAD AND AGRICULTURAL CREDIT AID. Homestead
and agricultural credit aid for each unique taxing jurisdiction equals the product of (1) the
homestead and agricultural credit aid base, and (2) the growth adjustrn‘ent factor, phis the

an amount equal to one—third of the additional amount received by the county under sec-
tlon 477A.03, subdivision 2, paragraph (©), clause (ii).

Sec. 17. Minnesota Statutes 1996, section 273.1398, subdivision 4, is amended to
read:

Subd. 4. DISPARITY REDUCTION CREDIT. (a) Beginning with taxes payable
in 1989, class 4a, class 3a, and class 3b property qualifies for a disparity reduction credit
if: (1) the property is located in a border city that has an enterprise zone designated pur-
suant to section 469.168, subdivision 4; (2) the property is located in a city with a popula-
tion greater than 2,500 and less than 35,000 according to the 1980 decennial census; (3)
the city is adjacent to a city in another state or immediately adjacent to a city adjacent to a
city in another state; and (4) the adjacent city in the other state has a population of greater
than 5,000 and less than 75,000.

(b) The credit is an amount sufficient to reduce (i) the taxes levied on class 4a prop-
erty to 2.3 percent of the property’s market value and (ii) the tax on class 3a and class 3b
property to 3:3 2.3 percent of market value.

(c) The county auditor shall annually certify the costs of the credits to the depart-
ment of revenue. The department shall reimburse local governments for the property
taxes foregone as the result of the credits in proportion to their total levies.

Sec. 18. Minnesota Statutes 1997 Supplement, section 290A.03, subdivision 11, is
amended to read:

Subd. 11. RENT CONSTITUTING PROPERTY TAXES. “Rent constituting
property taxes” means 18 19 percent of the gross rent actually paid in cash, or its equiva-
lent, or the portion of rent paid in liew of property taxes, in any calendar year by a claimant
for the right of occupancy of the claimant’s Minnesota homestead in the calendar year,
and which rent constitutes the basis, in the succeeding calendar year of a claim for relief
under this chapter by the claimant.

Sec. 19. Minnesota Statutes 1997 Supplement, section 290A.03, subdivision 13, is
amended to read:

Subd. 13. PROPERTY TAXES PAYABLE. “Property taxes payable” means the
property tax exclusive of special assessments, penalties, and interest payable on a claim-
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ant’s homestead after deductions made under sections 273.135, 273.1382, 273.1391,
273.42, subdivision 2, and any other state paid property tax credits in any calendar year.
In the case of a claimant who makes ground lease payments, “property taxes payable”
includes the amount of the payments directly attributable to the property taxes assessed
against the parcel on which the house is located, No apportionment or reduction of the
“property taxes payable” shall be required for the use of a portion of the claimant’s home-
stead for a business purpose if the claimant does not deduct any business depreciation
expenses for the use of a portion of the homestead in the determination of federal adjusted
gross income. For homesteads which are manufactured homes as defined in section
273.125, subdivision 8, and for homesteads which are park trailers taxed as manufac-
tured homes under section 168.012, subdivision 9, “property taxes payable” shall also
include 18 19 percent of the gross rent paid in the preceding year for the site on which the
homestead is located. When a homestead is owned by two or more persons as joint ten-
ants or tenants in common, such tenants shall determine between them which tenant may
claim the property taxes payable on the homestead. If they are unable to agree, the matter
shall be referred to the commissioner of revenue whose decision shall be final. Property
taxes are considered payable in the year prescribed by law for payment of the taxes.

In the case of a claim relating to “property taxes payable,” the claimant must have
owned and occupied the homestead on January 2 of the year in which the tax is payable
and (i) the property must have been classified as homestead property pursnant to section
273.124, on or before December 15 of the assessment year to which the “property taxes
payable” relate; or (ii) the claimant must provide documentation from the local assessor
that application for homestead classification has been made on or before December 15 of
the year in which the “property taxes payable” were payable and that the assessor has
approved the application.

Sec. 20. Minnesota Statutes 1996, section 477A.0122, subdivision 6,.is amended to
read:

Subd. 6. REPORT. (a) On or before March 15 of the year following the year in
which the distributions under this section are received, each county shall file with the
commissioner of revenue and commissioner of human services.a report on prior year ex-
penditures for out-of~-home placement and family preservation, including expenditures
under this section. For the human services programs specified in this section, the com-
missioner of revenue and commissioner of human services, in consultation with repre-
sentatives of county governments, shall make a recommendation to the 1999 legislature
as to which current reporting requlrements 1mposed on county governments if if any, may
be eliminated, replaced, or consolidated on the report established by this section, For aid
payable i in calendar year - 2000 and thereafter, ¢ each county shall prov1de information on on

county on the programs specxfled in this section usmg the consolidated financial report
recommended by the commissioner of revenue and commissioner of human services un-
der this subdivision.

(b) The commissioner of revenue and the commissioner of human services, in con-
sultation with representatives of county governments and children’s advocacy represen-
tatives, shall study the current formula used in distributing aid under this section and fac-
tors related to out_of_iome placement and family preservation expenditures and make a
report to the house and senate tax committees by February 1, 1999. The report shall in-
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